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Internet auction saves Northwest ratepayers millions of
dollars

PORTLAND, Ore. -The Bonneville Power Admi nistration announced today
that it saved nmillions of dollars buying high-voltage transni ssion

equi prent through an Internet auction. Siemens Power Transmi ssion &
Distribution Inc. was recently awarded a contract to provide BPA with
shunt reactor banks for $5.26 mllion, $3 mllion less than the origina
estimate.

BPA's first trip to the electronic marketplace was very successful and
officials see many nore in the future. Traditionally, when BPA purchased
equi prent, especially highly engi neered equi pnrent such as shunt reactor
banks, it would mail out solicitations to a |limted nunber of qualified
vendors, wait for proposals and spend weeks negotiating before naking a
final award. After all that, there would be very little novenent in
price. All this changed when BPA tested a new el ectroni c marketpl ace
specifically tailored for utilities. It provides an el ectronic business
pl atform for purchasing equi pment via the Internet while saving noney on
transaction costs.

When we began our ‘e-comerce’ initiative, this was exactly the kind of
savings we were hoping to find, said BPA Adninistrator Steve Wi ght.
Savings like these are particularly inportant at this tine because we
are doing everything we can to keep costs and rates down.

Through this particul ar electronic business platform utilities can
purchase everything fromtools to shunt reactor banks. They can either
make outright purchases or conduct online auctions.

In an auction, the vendors’ proposed products are pre-eval uated. The
nunber of vendors who are online during the actual auction is limted to
only those with acceptable high quality products. BPA had narrowed the
vendors to five. The bidding process was designed to take 15 m nutes.
The online service that BPA used for this transaction was Pantellos, an
el ectroni c market pl ace and supply chain services conpany built by and
for the energy industry. Pantell os hel ped BPA determ ne the total cost
of the products being purchased as well as which supplier could provide
the best service and overall value. In other words, the | owest bid may
not have been the best val ue.

During the bidding process, we saw nore downward novenent in price than
ever before,said Ann Scholl, program manager for BPA. This auction
bi ddi ng process produces a rmuch nore conpetitive situation

BPA hopes to use this process again soon, perhaps to buy sone
transforners for Walla Walla, Washington. BPA is also |looking into
becom ng a purchasing hub for public utilities in the Northwest. By

bei ng a hub, BPA could work with other utilities to buy materials in
|l arne auantities via the electronic marketnl ace This would all ow



everyone to share in the savings. However, a decision is at |east a year
away.
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